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I, Dianna Hathhorn, being duly sworn on oath state that I am the same Dianna 
Hathhorn identified in the following exhibits: 

ICC Staff Exhibit 1.00 (direct testimony consisting of a cover page; 25 pages of 
text in question-and-answer form; and Schedules 1.01 K, 1.01 V, 1.01 W, 1.02 
K, 1.02 V, 1.02 W, 1.03 K, 1.03 V, 1.03 W, 1.04 K, 1.04 V, 1.04 W, 1.05 K, 1.05 
V, 1.05 W, 1.06 K, 1.06 V, 1.06 W, 1.07 K, 1.07 V, 1.07 W, 1.08 K, 1.08 V, 1.08 
W, 1.09 K, l.O9V, 1.09 W, 1.10 K, 1.10 V, 1.10 W, 1.11 K, 1.11 V, 1.11 W, 1.12 
K, and 1.13V)and 

ICC Staff Exhibit 8.00 (rebuttal testimony consisting of a cover page; 12 pages of 
text in question-and-answer form: and Schedules 8.01 K, 8.01 V. 8.01 W, 8.02 
K, 8.02 V, 8.02 W, 8.03 K, 8.03 V, 8.03 W: 8.04 K, 8.04 V, 8.04 W, 8.05 K, 8.05 
V, 8.05 W, 8.06 K, 8.06 V, 8.06 W, 8.07 K, 8.07 V, 8.07 W, 8.08 K, 8.08 V, 8.08 
W, 8.09 K, 8.09V, 8.09 W, 8.10 K, 8.1OV, 8.10 W, 8.11 K, and 8.11 V); 

that I have prepared the above exhibits and am familiar with the contents thereof; and 
that the above exhibits are true and correct to the best of my knowledge as of the date 
hereof. 

Further affiant sayeth not. 

SUBSCRIBED AND SWORN to before 
me this 14’h day of November, 2000. 
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Witness and ExhibitlScheduleIdetGifi~ 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Pleasestateyour nameantibusinessaddresa 

My name is Dianna Hathhorn. My business address is 527 East Capitol 

Avenue, Springfield, Illinois 62701. 

By whom are you employed and in what capacity? 

I am an Accountant in the Accounting Department of the Financial Analysis 

Division of the Illinois Commerce Commission. 

What is the function of the Accounting Department’of the Illinois Commerce 

Commission? 

The Department’sfunction is to monitor the financial condition of public 

utilities as part of the Commission’s responsibilities under Article IV of the 

Public Utilities Act and to provide accounting expertise on matters before the 

Commission. 

Q. Please describe. your background and proftissional affiliation. 
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23 
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27 Q. 

26 

29 A. 

30 

31 Q. 

32 

33 A. 

34 

35 

36 

37 

36 Q. 

39 

40 A. 
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I am a licensed Certified Public Accountant. I earned a B.S. in Accounting 

from Illinois State University in 1993. Priopto joining the~Commission~in 

1998, I worked as an internal auditor for another Illinois state agency for 

approximately 3.5 years. I also have 1.5 years experience in public 

accounting for a national fiml. 

Have you previously testified before this Commission? 

Yea, I have. 

What are your responsibilities in this case? 

I have been assigned to this case by the Director of the Accounting 

Department of the Illinoi6 Commerce Commission. I am to review 

Consumers Illinois Water Company’s (“CIWC or ‘Company”)filing, analyze 

the underlying data and propose adjustmentswhen appropriate. 

What is the purpose of your tastimony in this proceeding? 

The purpose of my testimony is as follows: 

2 



41 

42 

43 

ICC STAFF EXHIBIT 1 .OO 

1. to present the Staff adjusted operating statements and rate base 

of the Company; 

2. to propose adjustments to the Company’s operating statement 

44 

45 

46 

and rate base concerning cash working capital, retirements, 

materials and supplies, plant in service, depreciation expense, 

accumulated depreciation, accumulated deferred income taxes, 

47 

48 

49 

and corrections to contractual services and the treatment of 

certain add-on taxes; and 

3. to recommend certain changes in Company procedures, and to 

50 

51 

52 

53 Q. 

54 

5s A. 

56 

57 

recommend an original cost determination be found by the 

Commission. 

Are you sponsoring any schedules as part of ICC Staff Exhibit 1 .OO? 

58 

59 

Yes. I prepared (or supervised the preparation 09 the following schedules for 

the Company, which show data as of, or for the test year ending December 

31,200l: 

Revenue Reauirement Sohedules 

Schedule 1 .Ol (K), (V) & (W) - Statement of Operating lnoome with 

Adjustments 

61 Schedule 1.02 (K), (V), & (W) - Adjustmentsto Operating Income 
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62 Schedule 1.03 (K), (V), & (W) - Rate Base 

63 Schedule 1.04 (K), (V), & (W) - Adjustments to Rat&Base, 

64 Schedule 1.05 (K), (V), & (W) - Revenue Effects of Adjustments 

65 Schedule 1.06(K), (V), & (W) - Interest Synchronization Adjustment 

66 Schedule 1.07 (K), (V), & (W) - Gross Revenue Conversion Factor 

67 

68 

69 

70 

71 

72 

73 

74 

75 

76 

Adiustment Schedules 

Schedule 1.08 (K), (V), & jW) - 

Schedule 1.09 (K), (V). & (W) - 

Schedule 1.10 (K), (V), &(W) - 

Schedule 1 .I 1 (K), (V), & (W) - 

Schedule 1 .I2 (K) - 

Schedule 1.13 (V) - 

Working~capital Adjustment 

Correction to Depreciation Expense 

Adjustment 

Accumulated Deferred IncomeTaxes 

Adjustment 

Materials & Supplies Adjustment 

Kankakee Add-On Tax Adjustment 

Historical Plant Adjustment 

77 

76 Q. 

79 

Please explain the ‘(K)“, “(V)“, and “(W)” suffixes which appear in your 

schedule numbers; 

80 

81 A. Consumers Illinois Water Company has filed for rate increases for three 

82 operating divisions: Kankakee, Vermilion County, and Woodhaven. The 
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“(K)” suffix identifiesa schedule which pertains to the,Kankakee water 

operations. The “(V)” suffix identifies a schedule-which pertein~to ths 

Vem-rilion County water operations. The ‘(W)” suffix identifies a schedule 

which pertains to the Woodhaven water operations. 

Do you discuss any recommendations as part of ICC Staff Exhibit 1 .OO? 

Yes, the following recommendations are discussed: 

. Recommendation# I-Continuing Property Records Procedures 

. Recommendation# 2-Continuing Property Records Internal Audit 

. Recommendation # 3Allocation of Corporate Assets 

. Recommendation #4-Original Cost Determination 

96 Revenue Requirement Schedules 

97 Q. Please describe ICC Staff Exhibit 1 .OO, Schedule 1 .Ol (K), (V), & (W), 

98 Statement of Operating Income with Adjustments. 

99 

ioo A. ICC Staff Exhibit 1 .OO, Schedule 1 .Ol (K), (V), &(W) derivesthe~requirad 

101 revenue at the Staff proposed rate of return. Column (B) presents the 

102 Company’s pro forma operating statement at present rates for the test year 

103 as reflected on the Company’s WP-Cl Column (C) reflects the total of all 
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105 

106 
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108 

109 

110 

111 

112 

113 

114 

115 

116 

117 

118 Q. 

119 

120 

121 A. 

122 

123 

124 
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Staff adjustments shown on ICC Staff Exhibit 1 .OO, Schedule 1.02 (K); (V), & 

(W). Column (D) reflects the pro forma operating statement at presemrates 

per Staff. Column (E) presents the Company proposed increase to revenue. 

Column (G) adjusts revenue to reflect Staffs Gross Revenue Conversion 

Factor. Column (G) is Staffs Statement of Operating Income inclusive of the 

Company’s proposed revenue increase. Column (H) is the necessary 

reduction from the Company’s proposed revenues, adjusted for Staffs Gross 

Revenue Conversion Factor, to arrive at Staffs computed revenue 

requirementas reflected in Column (I). Column(J) is the difference between 

current revenues and required revenues as determined by Staff. Column (K) 

is Staffs calculated percentage change in revenues. Net Operating Income 

in Column (I), line 28, is the product of Rate Base, line 30, and Rate of 

Return. line 32. 

Please describe ICC Staff Exhibit 1 .OO, Schedule 1.02 (K). (V), 8 W’), 

Adjustments to Operating Income. 

Schedule 1.02 (K), (V), & (W) identifies Staffs adjustmentto Operating 

Income. The source of each adjustment is shown in the heading of each 

column. Column (U) is carried forward to ICC Staff Exhibit 1 .OO, Schedule 

1 .Ol (K), (V), & (W), Column (C). 



. 

125 

126 Q. Please describe~lCC Staff Exhibit 1 .OO, Schedule 1.03 (K), (V), & (W), Rate 

127 Base. 

128 

1% A. 

130 

131 

132 

Schedule 1.03 (K), (V), & (W) compiles Staffs rate base. Column (B) 

reflects the Company’s proposed rate base. Column (C) summarizes Staffs 

adjustments to rate base. Column (D) is the net of Columns (B) and (C), and 

reflects Staffs computed rate base. 

133 

1st Q. 

135 

136 

137 A. 

138 

139 

140 

141 

142 Q. 

143 A. 

144 

Please describe ICC Staff Exhibit 1 .OO, Schedule 1.04 (K), (V), & (W), 

Adjustments to Rate Base. 

Schedule 1.04 (K), (V), & (W) identifies Staffs adjustments to rate base. 

The source of each adjustment is shown in the heading of each column. 

Column (K) is carried forward to ICC Staff Exhibit 1 .OO, Schedule 1.03 (K), 

(VI, & 649, Column (C). 

145 

What is the purpose of ,ICC Staff Exhibit 1 .OO, Schedule 1.05;(K), (V), & (W)? 

Schedule 1.05 I, (V), & (W) is a three page document which identifies the 

approximate effect of each Staff adjustment on the Company’s revenue 

requirement. It is an analysis, not the development, of Staffs position. As 
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146 such, it is intended to assist in identifying the relative monetary significance 

147 of each adjustment. 

146 

149 Interest Svnchronization 

150 Q. 

151 

152 

153 A. 

154 

155 

156 

157 

158 

159 

160 

161 

162 

Please explain ICC Staff Exhibit 1 .OO, Schedule 1.06 (K), (V), & (W), Interest 

Synchronization Adjustment. 

Schedule 1.06 (K), (V), 8 (W) computes the interestcomponentof the 

revenue requirement. The interest expense (component) is computed by 

multiplying the rate base by weighted cost of debt. The calculated interest 

expense is then compared against the interest expense used by the 

Company in its computation of test year income tax expense The tax effeot 

of the difference in interest expense is the adjustment for interest 

synchronization. The effect of this adjustment is to ensure that the revenue 

requirementreflects the tax savings generated by the interest component of 

the revenue requirement. 

163 Gross Revenue Conversion’Factor 

164 Q. What is the purpose of ICC Staff Exhibit 1 .OO, Schedule 1.07 (K), (V), & (W), 

165 Gross Revenue Conversion Factor? 

166 



. 

167 A. 

168 

169 

170 

171 

172 

173 

174 

175 

176 
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Schedule 1.07 (K), (V), & (W) is a two-page document which presents 

information related to the Gross Revenue Conversion Factor (“GRCF”). 

Page 1 presents the various components of, and the computation of the 

GRCF. Page 2 calculates the amount of revenue needed to produce the 

Company’s requested increase in operating income using Staffs GRCF. 

Page 2 also shows the related Uncollectiblesand State and Federal Income 

Taxes on the required revenue increase. This adjustment to the various 

componentsof the GRCF is carried forward to Schedule I .Ol (K), (V), & (W), 

Column (F). 

177 

178 

179 

Workinq Caoital Adjustment 

Q. Please describe ICC Staff Exhibit 1 .OO, Schedule 1.08 (K), (V), & (W), 

Working Capital Adjustment. 

180 

181 

182 

183 

184 

A. Schedule 1.08 (K), (V), 8 (W) reflects my proposed adjustmentto rate base 

to reflect Staffs adjustments to operating and maintenance expenses. The 

details of my computation of the working capital allowance is presented on 

Schedule 1.08 (K), (V), and (W). 

185 

186 Correction to Depreciation Expense Adiustment 
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202 

203 
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205 
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Please describe ICC StaffExhibit 1 .OO, Schedule 1.09 (K), (V), & (W), 

Correction to Depreciation Expense Adjustment. 

Schedule 1.09 (K), (V), & (W) presents the following proposed adjustments 

related to depreciation expense: 1) to remove depreciation expense from 

contractual services and 2) to recalculate depreciation expense using the 

Company’s composite depreciation rate for the data processing equipment 

account. 

I have removed depreciation expense from contractual services because it is 

duplicative of depreciation expense reported in depreciation expense for the 

test year. I also have other concerns on the Company’s presentatkmof the 

Kankakee Corporate Office and the Vermilion Remittance Center, which I 

discuss later in my testimony. 

Additionally, I have recalculateddepreciation expense using the Company’s 

composite depreciation rate for the data processing equipment account, as 

proposed by Staff witness Roy A. King4n~his direct testimony; He-is 

requesting a detailed break down of the data processing equipment account. 

Should he recommend changes in classes and/or lives to this account in his 



207 

208 

209 

210 

211 

212 

213 

214 

215 

216 

217 

218 

219 

220 

221 

222 

223 

224 

225 

226 

DOCKET Nos. 00-0337/ 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF EMIBIT 1 .OO 

rebuttal testimony, my depreciation expense, as well other proposed 

adjustments, will need to change in rebuttal. 

Accumulated Deferred Income Taxes Adiustment 

Q. 

A. 

Q. 

A. 

Please describe ICC Staff Exhi bit 1 .OO, Schedule 1 .I 0 (K), (V), & (W), 

Accumulated Deferred Income Taxes (‘ADIT”)Adjustment 

Schedule 1. IO (K), (V), & (W) presents my adjustment to rate base for Staffs 

proposed accumulated deferred income tax amount. The adjustment 

consistsof two components for the Kankakee Division, and one component 

for the Vermilion and Woodhaven Divisions, which I will explain further below. 

Please describe the first component of your AOIT Adjustment. 

Schedule 1 .I 0 (K), (V), & (W), Page 2, presents my proposed adjustment to 

ADIT to correct for a Company error in its ADIT balance. The Company’s 

ADIT balances contain an adjusting entry for their proposed change in 

depreciation rates. However, the adjustment was not averaged as required 

when using an average future test year rate base, therefore the Company 

balances must be restated to accurately account for the average adjustment 

11 
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ratherthan the whole amount. This component is a part of my proposed 

ADIT adjustmentfor all three divisions. 

Please describe the second component of your proposed ADIT Adjustment. 

The second component is necessary for the Kankakee Division only, and is 

reflected on Schedule 1 .I0 (K), (V), & (W), Page 3. It is for the proration of 

ADIT. 

Did the Company prorate its AOIT for its future test year? 

12 

Is the Company required to prorate accumulated deferred income tax? 

Yes. For Federal income tax purposes, Internal Revenue Code Section 167 

(Depreciation) requires taxpayers to follow IRS Regulations. IRS Regulation 

l-l 67(1)-l (h)(6) addresses the calculation requirements that taxpayers need 

to comply with in order to avoid violating the tax law. This regulation 

addresses Accumulated Deferred IncomeTaxes attributable to the 

accelerated depreciation of public utility property (ADIT-ADPUP) in a 
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249 

250 

251 

252 Q. 

253 

254 A. 

255 

256 

257 

256 

259 Q. 

260 

261 A. 

262 

263 

264 

265 Q. 

266 
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forecasted future test~year rate case filing. Proration is a method of 

determining a computed maximum amount of ADIT-ADPUP, which is used 

as a reduction to rate base. 

If the Company does not comply with the regulation, what results? 

If the regulation is not complied with, it is considered to be a normalization 

violation. This can result, for income tax,purposes; in the loss of the 

Company’s privilege to file~returns using accelerated depreciation methods 

and wouldcreate a substantiallygreater income tax liability. 

Describe the required proration calculation. 

The proration calculation adds the 12/31/00 beginning ADIT projected 

balance, as adjusted for my first component on pages 2 of Schedule 1 .I 0 

(K), with the ending 12/31/01 prorated projected balance. This result is 

divided by two to arrive at an average prorated test year amount. 

Why isn’t this secondcomponent a part of the:ADIT adjustment for the 

Vermilion or Woodhaven~Oivisions? 

13 
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The proration calculation is only required if there is an increase.in the~test 

year projected ADIT balances. Including my proposed adjustmentsfrom 

pages 2 of Schedule 1 .I0 (V) a(W), and from Schedule 1 .I3 (V) to ADIT, 

Vermilion and Woodhaven’s ADIT projected balances decrease from 

12/31/00 to 12/31/01, therefore proration is not required. 

Is an adjustmentto deferred tax expense also required to reflect the impact 

of your proposed ADIT adjustment? 

Since the reduction in deferred tax expense is offset by the increase in 

current tax expense, having no effect on income, these adjustments are not 

included in my schedules for adjustments to operating income. 

281 Materials and Suoolies Adiustment 

282 Q. 

283 

284 

265 A. 

286 

287 

286 

Please describe ICC Staff Exhibit 1 .OO, Schedule 1 .I 1 (K), (V), h(W), 

Materials and Supplies Adjustment. 

Schedule 1 .I 1 (K), (V), 8. (W) presents my proposed adjustment to reduce 

the Company’s test year materials and supplies request by the amount of 

accounts payable associated with the purchase of materials and supplies 

inventory. 

14 



. 

. 

289 

290 

291 

292 

293 

294 

295 

296 

297 

298 

299 

300 

301 

302 
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A. 

Q. 

A. 
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Please explain your rationale for reducing rate base by the amount of 

accounts payable associated with materials and supplies inventory. 

The Company did not reduce its materials and supplies request by the 

related accounts payable. CIWc’s shareholders have not incurred any cost 

when materials and supplies were purchased on account with a vendor. An 

account payables represents “vendor financing” of purchased merchandise 

until it has been paid in full. Since the vendor is financing these purchases 

until paid, CIWC’s shareholders have no investment in the related materials 

and supplies. The materials and supplies request should be reduced by the 

amount of accounts payable related to that inventory because the Company 

should not earn a return on inventory until it has been funded by the investors. 

How did you establish the amount of acwunts payable in the materials and 

supplies inventory account? 

The appropriate amount of accounts payable should be detenined so that 

the amount is representative of an entire year. An average of month end 

balances for the test year in the related accounts payable would be the 

preferred method used for this adjustment, because an average smoothes 

15 
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309 out any fluctuations. However, in this case, CIWC stated that monthly 

310 balances were not available (Schedule B-8.1, p.2.) After reviewing theytest 

311 year materials and supplies balances, I believe that one twelfth (l/12) would 

312 be appropriate in this circumstance. This amount, assuming the Company 

313 pays the bill in the following month, represents the accounts payable for the 

314 materials and supplies purchased. I would certainly be willing to review 

315 additional information regarding the monthly balances if the Company 

316 provides them in rebuttal. 

317 

318 Q. Has the Commission accepted Staffs adjustment for accounts~ payable 

319 related to materials and supplies in previous rate cases? 

321 A. Yes, in prior orders, the Commission has found that a company’s 

322 shareholders have no investment in an inventory account until the related 

323 account payable has been paid. Staffs adjustment, wasacceptedby-the 

324 Commission in the Company’s previous rate case for the Candlewick 

325 Division, (Docket No. 99-0288). Also in otherrecent c~~lllinois Power 

326 Company, (Docket No. 99-0120) Commonwealth Edison Company (Docket 

16 
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327 No. 99-0117), and MidAmerican Energy Company (Docket No. 99-0534). 

320 the Commission decided in favor of an accounts payable adjustment. to 

329 materials and supplies inventory. 

330 

331 Kankakee Add-On Tax Adiustment 

332 Q. 

333 

335 A. 

336 

337 

336 

339 

NO Q. 

341 A. 

342 

343 

344 

345 

Please describe ICC Staff Exhibit 1 .OO, Schedule 1 .I2 (K), Kankakee Add- 

On Tax Adjustment. 

Schedule 1 .I2 (K) presents my proposed adjustment to operating income to 

disallow the Kankakee City Franchise Fee from operating expenses. This 

fee is a pass through add-on tax, and therefore should not be reflected in 

operating revenues nor expenses. 

Have you also adjusted operating revenues? 

No. Staff witness Thomas R. Stack (ICC Staff Exhibit4.00) presents an 

adjustment in his Schedule4.01 to Staffs proposed operating revenues at 

present revenues. His adjustment properlyexcludestheadd-on$axrevenue 

from Staffs proposed present revenues. 

346 Historical Plant Adiustment 
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Q. Please describe ICC Staff Exhibit 1 .OO, Schedule 1 .I3 (V), Vermilion 

Historical Plant Adjustment. 

A. Schedule 1.13 (V) presents my proposed adjustmentto rate base to disallow 

the amount of historical plant additions from 1997,1998, and 1999 that the 

Company could not support with verifying documentation. The adjustment 

was based on the rate of error which occurred in testing a sample of 

projects. I believe the sample as well as the adjustment to be reasonable I 

am continuing to review documentation the Company has only recently 

provided, therefore my adjustment may change in rebuttal if additional plant 

can be verified. 

Recommendation# I-Continuinq Propertv Records Procedures 

Q. What do you propose regarding Continuing Property Record (‘CPR”) update 

procedures used by the Company? 

A. I propose that the Commission recommend the Company implement uniform 

procedures for updating the CPR for retirements on a more frequent basis, 

as the Kankakee and Woodhaven Divisions already do, for all divisions. 

Q. Has the Company accepted your recommendation? 

16 
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Yes. In its response to Staff data request DLH-107, the Company indicated 

it will change the procedure of bookingretirements to the CPR quarterly, 

rather than an annual basis. The Company also stated all retirements and 

capital authorizationswill now go through the CPR person in Vermilion to 

improve the flow of information. 

Recommendation# 2-Continuinq Property Records Internal Audit 

Q. What do you propose regarding an internal audit for the CPR? 

A. I propose that the Commission recommend the Company conduct an 

internal audit of its continuing property records and asset retirement 

control system; to ensure proceduresexist for on-going maintenance 

of the records and accurate and timely recording of retirements. This 

audit should be conducted within six months of the Commission order 

in this case: or if the InfrastructureSystem improvement charge 

(“ISIC”) is approved in this case, the internal audit should be 

completed prior to any future implementation of the ISIC. The report 

should be forwarded to the Commission’s Directorof Accounting. 

Q. What are your concerns regarding the Company’s Continuing 

Property Records? 

19 



389 

390 

391 

392 

393 

394 

395 

A. In addition to being required to keep a current CPR system (see~my, 

concerns in Other Matters below), the Company has requested 

implementationof an InfrastructureSystem improvementcharge. 

Implementation of the charge will most likely require annual 

reconciliations and substantial testing of the continuing property 

records. If the records are not adequately maintained, the ISIC cannot 

be properly implemented. 

396 

397 

398 Recommendation # IAllocation of Corporate Assets 

399 

400 

What do you propose for future rate case filings by the Company? 

401 

402 

403 

404 

405 

406 

407 

408 

409 

Q. 

A. 

Q. 

I propose that the Commission recommend that the Company record the 

Kankakee Corporate Office and the Venilion Remittance Center in 

separatecorporate accounts. Then, when filing a rate case, the Company 

would simply have to reflect each division’s assets plus its allocated portion 

of the Kankakee Corporate Cffice and the Vermilion Remittance Center. 

Did the Company’s presentation of its corporate assets and related 

divisional allocationscause any problems during Staffs analysis? 

DOCKET Nos. 00-03371 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF EXHIBIT 1 .OO 
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410 

411 

412 

413 

414 

DOCKET Nos. 00-0337/ 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF EXHIBIT 1 .OO 

Yes. The Company reflected the entire cost of the Kankakee Corporate 

Mice and the Vermilion Remittance Center in total in Kankakee and 

Vermilion’s respective rate base schedules. Then allocations were made to 

remove the portionsof those assets which should be reflected in other 

divisions. 

415 

416 

417 

416 

Did the Company treat depreciation expense for the Kankakee Corporate 

Ofice and Vermilion Remittance Center in the same manner as plant in 

service and~accumulated depreciation? 

419 

420 

A. 

Q. 

A. 

421 

422 

423 

424 

425 

No. The Company removed 100% of the depreciation expense for both 

these offices from their respective depreciation expense line items and then 

allocated back a portion of depreciation expense and recorded it on the 

contractual services line. Please see my proposed adjustment at Schedules 

1.09 (K), (V) & (W) for correction and further explanation of the effect of this 

presentation by the Company. 

426 

427 

420 Recommendation # 4-Crioinal Cost Determination 

429 Q. What do you propose regarding an original cost determination? 

430 

21 



431 

432 

433 

434 

435 

436 

437 

438 

439 

440 

441 

442 

443 

444 

445 

446 

447 

448 

449 

450 

A. 

Q. 

A. 

Q. 

A. 

DOCKET Nos. 00-03371 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF EXHIBIT 1 .OO 

I propose the Commission concludeand make a finding in the,Order in this 

proceeding that the Company’s 12/31/99 plant balancesreflected;in 

Company Schedules B-5, Page 1 of 3, Column (C), are unconditionally 

determined and approved for purposes of an original cost determination. 

What are the requirements for the preservation of plant records? 

Requirements for preservation of records are set forth in 83 III. Admin. Code 

615, The Preservation,of Records of Water Utilities., Appendix A of Part 615 

contains requirements for the preservation of specific records. For example, 

journal vouchers and journal entries which support plant accounts are to be 

maintained ‘7 years prior to date as of which original cost of plant has been 

unconditionally determined or approved by this Commission in” an original. 

cost determination proceeding or a rate case. 

What are the total amounts of utility plant in service on Company Schedules 

B-5? 

The amounts are $40,330,520 for the KankakesDivision, and $3.768340 

for the Woodhaven Division. For the Vermilion Division, the amount,is 

calculated by starting with the B-5 plant amount, which is $47,287,302, less 

22 



. 

451 the amount of my proposed adjustment to the Historical Plant Additions on 

452 my Schedule 1 .I 3 V, Page 1 of 2, Column (B). Line 3. 

453 

454 Other Matters-ContinuinqProoertv Records 

455 

456 

457 

458 

459 

460 

Q 

A. 

The Company was ordered to update its Continuing Property Records and 

implement an assets retirement control system as a result of the 

Commission’s order in Docket No. 99-0288. Please comment on the status 

of the Company’s CPR and assets retirements control system. 

461 

462 

463 

464 

465 

466 

467 

460 

469 

In response to Staff Data Request DLH-049, the Company indicated that all 

three divisionswould be in compliance by midJune2000. In my review of 

the Kankakee and Woodhaven Divisions CPR, I noted that many year 2000 

retirements had already been posted to the CPR, indicating that the records 

are now being maintained routinely. However, review of the Vermilion 

Division CPR revealed a different procedure of updating the CPR for 

retirements only once per year. Therefore, while the Company’s Schedule B- 

4 properly reflects recording prior year retirements, the CPR for the 

Vermilion Division does not. Please see my recommendation #I regarding 

recommended changes to this procedure. 

470 

471 Other Matters-Pro Forma Plant Additions 

DOCKET Nos. Oo-0337/ 
00-0338100-0339 
CONSOLIDATED 
ICC STAFF EXHIBIT 1 .OO 
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472 Q. Please describe your analysis of the Company’s pro forma plant additions. 

473 

474 A. 

475 

476 

I have been monitoring and reviewing the year 2000 executed contracts as 

well as expenditure levels to date, purchaseorders, estimates, construction 

schedules, and Company budgets. 

477 

478 Q. 

479 

480 A. 

481 

482 

483 

484 

485 

4% 

487 

488 Q. 

489 

490 A. 

Please describe your concerns on the Vermilion Division pro forma 

additions. 

My concerns relate to the Company’s progress on the Vermilion Nitrate 

Plant. I reviewed all related contracts and expenditures to date through 

6/30/00. At that time, approximately34% of the budgeted amount had been 

spent by the Company. The Company estimated that 40% of the 

construction work was complete at that same time, and as of 7/31/00,50% 

was complete (per Company responses to Staff data requests DLH-105 and 

DLH-106). 

491 

Are you proposing any rate base or operating statement adjustments related 

to the budgeted amount for the nitrate plant at this time? 

No, however due to the magnitude of the project, I will continue to monitor the 

expenditures and construction completion monthly, and reserve the right to 

DOCKET Nos. 00-03371 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF EWBIT 1 .OO 



492 

493 

494 

4% Q. 

496 

497 A. 

498 

499 

500 

501 Q. 

502 

503 A. 

504 

505 

506 Q. 

507 A. 

DOCKET Nos. 00-03371 
00-0338100-0339 
CONSOLIDATED 
ICC STAFF EMIBIT 1 .OO 

make an adjustment in my rebuttal testimony should the actual costs be 

significantlylowerthan the estimated amount in,the Company’s filing. 

Please describe your concerns on the Woodhaven Division pro forma 

additions. 

My concerns relate to the Company’s progress on its additions. However, 

the Company has explained that since this is an RV community, and due to 

the nature of the projects planned, construction cannot occur until fall, 

Are you proposing any rate base or operating statement adjustments related 

to the Woodhaven additions at this time? 

No, but I will continue to monitor the expenditures and construction progress, 

and reserve the right to make an adjustment in my rebuttal testimony. 

Does this conclude your prepared direct testimony? 

Yes, it does. 
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